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provincial  taxation.    The  budgets of provincial Governments
are not now submitted either to the Government of India or to
the Secretary of State for approval before they are presented
to the provincial legislatures, but provincial solvency is ensured
by the indirect method of control over provincial borrowings.
Before 1920, the provinces were never accorded the privilege^
raising loans in the open market, and they invariably borrowed
the money they required from or through the Central Govern-
ment.   With the introduction of the Eeforms, they have acquired
considerable  freedom,   but their  borrowings are  regulated  by
statutory rules. No loan may be raised by a provincial Govern-
ment outside India  without the sanction of the Secretary of
State,  or   within  India  without  the approval of the  Central
Government, and provincial borrowing is restricted to certain
purposes specified in the rules, viz.,   capital   expenditure   on
projects of lasting public utility, famine relief and repayment of
previous lo'ans or advances.    Some provinces have resorted to
borrowing -in the open market, but   the   bulk   of   provincial
borrowings  has   been   from   the  Central   Government  which,
through the medium'of the Provincial Loans Fund established
in 1925, regulates the terms and conditions, the rate of interest
and the period of amortisation of all advances to the provinces.
Whatever -be the machinery adopted, the necessity for some co-
ordinating agency in a country with   a   limited   market   for
borrowing, such as India, is generally recognised.
Regulation of provincial borrowings thus provides the Secre-
tary of State and the Central Government with an effective
instrument of control, by which the financial stability of the
provinces is secured. As statutory custodian of the balances of
provincial Governments, the Central Government is armed with
additional powers, by the exercise of which provincial over-
drawing can be prevented. The Central Government may, with
the previous sanction of the Secretary of State in Council,
prescribe the procedure* to be followed in the payment of
money into and the withdrawal, trarifer, and disbursement of
money from the public account. It has further the power to
require provincial Governments so to regulate their programmes
of expenditure as not to reduce the balance at their credit below
a stated figure, and to make their orders effective by the restric-
tion of issues. Interest charges have also priority over all other
charges on provincial revenues, save only the statutory contribu-
tions to the Central Government.
(ii) At the Centre.
431. Over the financial administration of the Central Govern-
ment the Secretary of State still maintains a control more rigid
than over any other sphere of administration, except perhaps
defence and foreign relations. Indeed, although there has been
a general tendency for his control to be relaxed, the Government
of India would, we think, contend that on some occasions in the